The internal factors of the bank have a great influence on the profitability of the banks. This study is an effort to disclose the effect of bank's internal factors on return on equity (ROE), return on asset (ROA), and net interest margin (NIM) of ten selected commercial banks in Bangladesh for the period of 2011-2015. Researchers used descriptive statistics, correlation and regression analysis as statistics tools to find out the results. The findings from descriptive statistics indicate that Eastern Bank Limited was ranked first regarding profitability. The correlation test found that total equity to total asset ratio (TETA) and cost to income ratio (CIR) significantly affects the ROA whereas loan to deposit ratio had significant positive effect on the NIM of the banks. The regression analysis revealed that the independent variables of the banks were significant enough to explain the variation of the dependent variables (ROA, ROE, and NIM) of the study.
INTRODUCTION
The development of banking sector is an indispensable way for a flourishing economy of a country which is developing in nature. The elevation of banks and the progression of the national economy are positively related in Bangladesh. The profitability of commercial banks is a response to some internal factors within the banks and some external factors. In fact, the main dominators of banking performance are the bank-specific factors. In this study the internal factors such as operating expense to total asset ratio (OETA), total equity to total asset ratio, cost to income ratio, loan to deposit ratio (LD), and cash to asset ratio (CA) are the point of concentration that has effect on the profitability of the commercial banks in Bangladesh.
Objective of the Study
The key objective of the study was to determine the influence of various internal factors on the profitability of commercial banks in Bangladesh.
LITERATURE REVIEW
A number of experimental works have been done relating the influence of bank-specific variables on the profitability of banking sectors. Almazari (2014) compared between Saudi Arabian and Jordanian banking sectors on the basis of some internal factors such as total investment to total asset ratio, liquidity risk, net credit facilities to total asset ratio, net credit to total deposit ratio, cost to income ratio , total equity to total asset ratio and bank size. He analyzed the financial data for the year 2005-2011 of 161 observations using ratio analysis, Pearson's correlation, descriptive statistics and regression analysis. The study revealed that total equity to total asset ratio had significant positive relation with the return on asset in both banking sector. According to Rose and Hudgins (2005) return on equity capital, return on assets, net interest margin, net non-interest margin, net operating margin, earnings per share of stock were the most important profitability ratios used in modern banking. They added that ROA indicates Asian Business Review • Volume 7 •Number 1/2017 the managerial efficiency and ROE is likely to measure rates of return for the shareholders of bank whereas NIM is used both as profitability and efficiency measures. Shah and Jan (2014) studied on the private banks in Pakistan. They collected secondary data of 10 private commercial banks of Pakistan from the financial statement of the banks. They considered ROA and interest income as dependent variables and bank size, asset management and operational efficiency as the independent variables of the study. Their results from regression and correlation analysis suggested that ROA and net interest income had positive relations with both bank size and asset management but negative relations with operational efficiency. Petria et al. (2015) conducted a study on EU 27 banking system to find on the determinants those have significant impact on the profitability of the banks. The determinants were segmented into bank specific or internal factors and industry-specific and macroeconomic or external factors. Bank size, credit risk, capital adequacy, management efficiency, business mix indicator and liquidity risk were used as internal factors whereas market concentration, economic growth and inflation considered as external factors throughout the study. The findings of their analysis concluded that credit and liquidity risk, management efficiency, diversification of business, market competition and economic growth had significant influence on return on average asset and return on average equity. Ramlan and Adnan (2016) investigated the conventional and Islamic banks in Malaysia to find out the effect of independent variables (total equity to total asset, total loans to total asset and deposit to total asset) on the profitability of the banks which were measured by ROA and ROE. They used T-test model, regression and correlation as statistical tools for the analysis. The results showed that total equity to total asset was significantly related with ROA and ROE for both conventional and Islamic banks. Ayadi and Ellouze (2015) empirically analyzed the determinants of performance of the banks in Tunisia. They considered ROA as the performance indicator and selected quality of asset, capitalization, net interest income, non-interest income, bank size, inflation, ownership structure and revolution as the independent variables. They used different descriptive statistics, correlation matrix, variance inflation factor, homogeneity test, Fisher statistics, Housman test, autocorrelation test, test of normality of residuals etc to find out the appropriate results of their study. They found that bank's performance was positively affected by capitalization, size of the bank, inflation and ownership structure. On the contrary asset quality, net interest income, non-interest income and revolution had a negative effect on the performance of Tunisian banks. Kedia (2016) investigated Indian public sector banks to find out the determinants of profitability of the banks. Multiple regression analysis was the basic tool of the study where net profit was the profitability indicating variable and net interest income, non-performing asset, credit-deposit ratio and operating expenses were independent variables. By analyzing these data it was found that net profit had significant positive relationship with net interest income, credit-deposit ratio and operating expenses. On the other hand there was a significant negative relationship between net profit and non-performing asset. Ongore and Kusa (2013) tried to find out the effect of bank-specific factors (capital adequacy, asset management, management efficiency and liquidity management) and macroeconomic variables (GDP growth rate and inflation rate) on the performance (ROA, ROE and NIM) of commercial banks in Kenya. They applied generalized least square model on panel data and linear multiple regression analysis to reach a calculation. By analyzing the financial data of the banks they concluded that bank-specific factors had significant influence whereas macroeconomic factors considered as insignificant determinants of financial performance of commercial banks in Kenya. Samad (2015) examined 42 commercial banks in Bangladesh for the year 2009 and 2010 to measure the profitability of the banks based on internal and macroeconomic determinants. The results of the research indicated that there was a significant effect of loan-deposit ratio, loan-loss provision to total asset ratio, equity capital to total asset ratio and operating expenses to total asset ratio on the profitability of commercial banks in Bangladesh. Azar et al. (2016) conducted a study on the 39 banks of Lebanon where they used return on average asset as the dependent variable. On the other hand the internal factors such as interest rate spread, capital adequacy ratio, cost to income ratio and non-interest income to total asset ratio were the determinants of profitability of the banks. Descriptive statistics and Panel Least Square method were the main statistical tools. The empirical study suggested that the internal factors were statistically highly significant to explain the variation of profitability indicating variable. Kumbirai and Webb (2010) analyzed the financial ratios to determine the performance trend of the banks in South Africa during [2005] [2006] [2007] [2008] [2009] . In their study ROA, ROE and cost to income ratio were used to measure profitability of the banks whereas liquid asset to deposit borrowing ratio, net loans to asset ratio and net loans to deposit and borrowing ratio were used to measure the liquidity performance. At the same time loan loss reserve to gross loans was the indicator of asset credit quality. The findings concluded that the profitability, liquidity and credit quality were decreasing in the banking sector of South Africa. Dawood (2014) investigated 23 commercial banks in Pakistan in order to identify the impact of internal factors on the profitability of the banks for the period of 2009-2012. In his study the internal factors were cost efficiency (cost to income ratio), liquidity (liquid asset to customer deposit and short-term borrowed funds), deposit to asset ratio and size of the banks whereas ROA was used to measure profitability of the banks. The empirical analysis resulted cost efficiency, liquidity and capital adequacy had effect on profitability but deposit and bank size were insignificant in measuring profitability of the selected commercial banks in Pakistan. Raharjo et al. (2014) studied on the commercial banks in Indonesia to analyze the effect of internal and external factors on net interest margin of the banks. The internal factors of the study were asset growth, return on asset, operating cost to operating income, capital adequacy ratio, statutory reserves, loan to deposit, market share of loan and nonperforming loans while inflation rate of the economy and guaranteed interest rate were the main external influential factors. The correlation results showed that asset growth, ROA, loan to deposit had positive impact but operating cost to operating income, capital adequacy ratio, reserve and non-performing loans had negative impact on NIM. Sehrish et al. (2012) compared the financial performance of Islamic and Conventional Banks in Pakistan on the basis of profitability ratios (return on asset, return on deposit). They also used cost to income ratio in measuring operational efficiency of some selected banks in Pakistan. Jahangir et al. (2007) conducted a study on 23 listed banks in Dhaka Stock Exchange (DSE) and collected data from the Annual Reports of the banks for the period of 2000-2005. They used return on equity as the profitability ratio. On the contrary market size (Individual bank deposit to total bank deposit ratio), market concentration index and bank's risk measure (total loan to total deposit ratio) were the independent variables of the study. They used correlation analysis and stepwise regression model to find out the results. The findings of the empirical study provided the evidence that market concentration and market size had significant positive correlation with ROE but bank size negatively influenced the profitability ratio of the study.
RESEARCH METHODOLOGY AND DESIGN
Authors used the financial statements of the selected commercial banks in Bangladesh to conduct the study appropriately. The sample size of the study included 10 private commercial banks of Bangladesh and the banks are stated below:
Researchers collected data from annual reports of the selected banks for the period of 2011-2015. Also data from books and journals were used in this study. Different statistical tools like descriptive statistics (mean, median, standard deviation, minimum, maximum, skewness, and kurtosis), correlation and regression analysis had been used to analyze the data.
The formulas of financial ratios used in the study are given below:
Ratios Formulas
Operating Expense to Total Asset Ratio OETA Regression equations for three dependent variables have been categorized in 3 models which are:
Model 1:
Model 2:
Model 3:
Where, β 0 : Represents the intercept. The Hypothesis for model 3:
Null Hypothesis, H0: There is no relationship among NIM, OETA, TETA, CIR, LD, CA, and OETA.
An alternative hypothesis, H1: There is a relationship among NIM, OETA, TETA, CIR, LD, CA, and OETA. Table 1 shows the descriptive statistics of internal and profitability variables of each bank whereas Table 2 is the summary of descriptive statistics of all the selected banks. Table 1 and Table 2 have shown the evidence that OETA was the highest of Premier Bank Limited but the lowest of Dhaka Bank Limited while the highest variation in the result (SD) came in IFIC Bank Limited. Total equity to total asset which is the indicator of asset quality was the highest of Eastern Bank Limited whereas Mutual Trust Bank Limited was ranked the lowest regarding asset quality. Premier Bank Limited incurred a total cost in proportion to total income among all the selected conventional banks. LD ratio was highest of Eastern Bank Limited which was 1.02. On the other hand, Mutual Trust Bank Limited had lowest LD ratio during the period. Dhaka Bank Limited had the maximum cash to asset ratio (CA), but Bank Asia had minimum CA ratio. ROA and NIM were highest of Eastern Bank Limited, but lowest of Mutual Trust Bank Limited whereas Mercantile Bank Limited was the topper regarding return on equity (ROE). The Pearson correlation matrix of all the variables is summarized in Table 3 . The table shows that ROA and ROE had a positive correlation with TETA, LD, and CA but a negative correlation with OETA and CIR. There was a significant positive correlation between LD and NIM. CIR and CA negatively influenced NIM while OETA and TETA had a positive correlation with NIM. On the other hand, CA was negatively related to OETA and TETA, but there existed with a weak positive relationship between CA and CIR. There was a significant positive correlation between LD and TETA. Moreover, OETA had a negative relationship with TETA and LD. At the same time, CIR and OETA were significantly and positively correlated in this study. .682 **Correlation is significant at the 0.01 level (2-tailed). *Correlation is significant at the 0.05 level (2-tailed).
RESULTS AND ANALYSIS
The regression analysis was tested considering three dependent variables (ROA, ROE, and NIM) and Table  4 summarizes the results of the regression analysis. The R-square of model 1, model 2 and model 3 are 0.794, 0.552 and 0.835 respectively. This table indicates that the independent variables OETA, TETA, CIR, LD and CA could explain the changes in the dependent variables ROA by 79%, ROE of 55% and NIM by 84%. This also provided the evidence that the alternative hypotheses of the study were accepted. 
CONCLUSION
This study examined the effect of the internal factors or firm specific factors of some selected commercial bank on their profitability. The statistical tests revealed some issues such as total equity to total asset and loan to deposit had a positive effect on the determinants of profitability which are ROA, ROE, and NIM. The cost to income ratio put its negative effect on profitability. OETA and CA ratio did not have a uniform influence on the profitability. Cash out of asset positively affect ROA and ROE, but it influenced the NIM negatively. The findings also indicated that the internal factors confined to the banks were sufficient to explain the changes in the ROA, ROE, and NIM of the selected banks in Bangladesh. 
